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Good morning and thanks to Senator Hutchison for holding this very timely hearing.

This has been aremarkable couple of weeks and monthsin the raillroad industry and &t the
Surface Transportation Board. | suspect that it=stoo early for Chairman Morgan, let done any of us, to
have fully digested and andlyzed d| that has happened and is happening. But | appreciate the
Charmarrs willingness to come before this Committee so quickly to at least provide us with an initia
report on how the Board got here and where it=s going.

There are redly three points that I-d like to make in my opening remarks and then I=Il look
forward to hearing Ms. Morgarrs testimony and participating in the Q&A.

Firgt, I want to unequivocally commend the Board and the Chairman for the very bold C very,
very bold C decison last Friday to impose a 15-month moratorium on mgjor rail mergers and proceed
with arulemaking to develop new merger stlandards and procedures.

Thiswas not an easy step to take. Already the Burlington Northern and Canada National
railroads have gone to court to seek astay of the STB:=sdecison, and the Board islikely toend up in
litigetion over the question of whether amoratorium is within the scope of their Satutory authority.

| am no legd expert, but | can tell you that | certainly believe this action is within the Boardks
authority C and, in fact, reflectsits statutory mandate to protect the public interest and prevent
irreparable harm.

Chairman Morgan noted in her own written comments that this was atough decision but that A
the current problems facing the rail sector are so extraordinary that an unprecedented response is
necessary. AsMs. Morgan and many of my colleagues know, | have held that exact view for some
time.
| want Ms. Morgan and the Board to know at the outset how glad | am to be sharing the same vantage
point with you today, and how much | want and intend to call on your expertise to get us dl through this
very chdlenging period.

Second, | want to share publicly arequest that Senator Dorgan and | have made today to
Chairman McCain and Subcommittee Chairman Hutchison for this Committee to undertake alegidative
effort on the chalenge of further rall consolidation.



We have asked for today=s hearing to be just the first in a series of hearings before the
Committee this year, and we are reaching out to al of our colleaguesto ask them to join usin putting
together legidation to address issues and problems and gaps in the current law that are identified in
those future hearings.

Just asthe STB sees these as extraordinary times and is taking extraordinary action, this
Committee and this Congress need to step up to the plate.

Wein Congress smply carvt stand by in the face of afina, potentidly crushing round of mgor
rail mergers that would render our economy dependent on just two transcontinenta railroads. And
asking or expecting the STB to do our work for usis equally unacceptable.

We need to work together with one another, with the STB, with rail employees and customers,
and with those in the railroad industry who are ready to accept the fact that the Staggers Act needsto
be modified C not overhauled, but modified C to bring us safdy into the 21t Century.

Finaly, I would point out that underlying the current debate seems to be an assumption that we
are headed to the next round of mergers and that the industry must inevitably settle into just two
transcontinenta railroads. | want to be clear in my own remarks that 1, for one, am not prepared to
accept that assumption.

Already recent mergers have concentrated 90 percent of rail freight revenues into four hands C
UP-SP, CSX, NS, and BN C and consolidation doesrrt seem to have brought any of the promised
customer and financid benefits.

Based on recent stock prices, CSX and NS are worth less now than what they paid for Conrail
three years ago. Mergers are supposed to result in growth, yet across the country rail mergers have
been accompanied by losses of more business to trucks.

Customers, employees, and the financid markets have log dl faith in thisindustry C something |
have not seen in any other industry in the time | have served on this Committee,

More than anything se, my experience with rall service in West Virginia makes me
extreordinarily leery of having only two transcontinenta railroadsin this country.

Asrecently asthis month, | have been trying to facilitate a new dia ogue between chemicd
companiesin West Virginiaand the railroad to which they are captive. And the railroad has said literaly
sad to these companies, the only way youll ever get competitive rail service and ratesisthrough
government intervention.



Wi, that=s certainly not the kind of didogue | had in mind C and it=s not the kind that takes
place in a competitive, hedthy environment where there is abaance in bargaining power.

Senator Hutchison, rail customer captivity may not be as big aproblem in Texas asit isin West
Virginia. Some 90 percent of West Virginia chemica plants are captive to asingle railroad, and I-m told
that just over 50 percent of your chemicd plants suffer the samefate. But 50 percent is till too many C
and you would surely reach my 90 percent range if we had only two railroads across the continent.

Some seem to think that atwo-railroad continent is inevitable C and perhaps at some point it is
essentid for the financid viability of theindusiry. But as| said to the STB two
weeks ago, we are no where near ready for that. We need to step back and take along, hard look at
thisindugtry C a where we al went wrong and how to set things right again.

Thejob of developing new rules and standards should not C must not C  be left entirdly to the
STB. We should be the ones setting the new direction. The STB should be focusing on implementing
our laws and mandates.

Senators Hutchison, Dorgan, Burns and | have been asking our colleagues to act on thisissue
that for some time, and we nearly waited to long.

| implore my colleaguesto join usin a serious effort to tackle rall issues through the legidative
process C and | thank and applaud the STB for giving us the time to do so by imposing this

moratorium.
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